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INTRODUCTORY REMARKS
The Seminar on Admittance to the Public Accounting Profession sponsored
by the American Institute of Certified Public Accountants, held at the WaldorfAstoria, New York, New York, on Thursday afternoon, September 27, 1962, convened
in the Basildon Room at two thirty-five o’clock, Mr. William H. Holm, CPA, Chairman
of the Board of Examiners of the Institute, presiding.

CHAIRMAN HOLM: Ladies and Gentlemen: We are very happy to welcome you
to this very select meeting this afternoon.
In fact, this meeting is so select
that it is by invitation only; it did not appear on the official program because
there was a feeling that only those who were deeply interested in this very impor
tant subject should come.
We are very pleased that there
the problems with respect to entrance to
we must constantly be striving to review
kind at this international conference is

is such a keen interest in reviewing
the profession.
It is something that
and learn about, and a meeting of this
certainly most appropriate.

There are approximately thirty-five countries that have indicated that
they would come to this meeting this afternoon and possibly during the course of
the proceedings many will join us. Possibly there has been a little difficulty
in finding the location of the meeting.

I will introduce myself at this time. My name is William H. Holm and
I have the pleasure of being the Chairman of the Board of Examiners of the American
Institute of Certified Public Accountants.

As you know, this Board is charged with the responsibility of setting
policy for entrance to the profession of public accountancy in the United States,
mainly through the securing of the CPA certificate. The Board not only sets policy
with respect to the preparation of examination material but also conducts what is
known as the Advisory Grading Service. We often state that we are the employee
of the various sovereign states, of which there are fifty; however, we find that
they look to us for guidance and assistance and expect us to do everything that
is necessary to ensure the high standard of the CPA certificate.
It might be well to indicate the general plan of the afternoon's pro
ceedings. We will have three papers during the course of the afternoon, and at
the conclusion of these three papers there will be a coffee break. At the time
of the coffee break we would be very indebted to you if you would write questions
that you may have, and they will then be presented to three panel members who, we
understand, are introduced to you very briefly on the program at your chair. At
that time we will get into a discussion of these various questions.

For those of you who may have other appointments, the meeting will adjourn
promptly at five-thirty.
You will also find on your chairs 3x5 cards, which we would appreciate
your completing to indicate, first, the country from which you are attending and,
of course, your name and address.
This is the only evidence that we will have of your participation in
the meeting and inasmuch as this is a most select group we do want to know how
many and who are here.
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publication of the proceedings. This, of course, will depend entirely upon
time, volume and other considerations, and we are sure that if it is of real
merit these proceedings will be brought together, at least in a condensed form.
One of the responsibilities of the chairman of the meeting is to not
talk any longer than is necessary because we do have with us three very fine
speakers who are going to present papers and we do want to get to them as
quickly as possible.

Our first paper will be presented by Mr. Percy F. Carpenter. Mr.
Carpenter is the President of the Institute of Chartered Accountants of England
and Wales. He is also the past Chairman of the Board of Examiners and is still
a member of the Board. He has held office continuously in Institute Societies
for forty years, starting as a student.
He is a Governor of the City of London College, one of the oldest
colleges of commerce in England.
We are very, very pleased to have Mr. Carpenter join us this afternoon
and he is going to speak on "Experience - The Best Teacher.” It is a real
pleasure for me to bring to you Mr. P. F. Carpenter.
[Applause]
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MR. CARPENTER: Mr. Chairman, Ladies and Gentlemen: I should first
of all just like to correct something which appears on the sheet you have on
your chairs. As your Chairman has already said, at the present time I am the
President of our English Institute and I am also not entitled to put C.A.
[Laughter] Some of you may know that in England we have a large number of
students who come from overseas with a view to getting a degree, getting their
B.A., and we are told that those who go back to their homelands unsuccessful add
to the B.A., or prefix it by the letter F, so they go back an F.B.A. Perhaps
there is some moral in this. As I say, I am not a C.A., I am an F.C.A.
The title of this paper was not selected by myself. It was imposed
upon me and perhaps in the presence, I understand, of a number of teachers of
accounting and professors of accounting, it would be rather bold to say that
experience is the best teacher.

The invitation to address this meeting came to me during the summer,
which rather put me on the spot, shall I say, because our Institute had recently
received a report on education and training. Some of you may already have seen
this document [holding up a copy of the "Report of the Committee on Education
and Training" of the Institute of Chartered Accountants in England and Wales].
If you haven’t, I understand there are still a number of copies available and
if you would like to write to London, to The Institute of Chartered Accountants,
these reports are free and I am sure they would be only too pleased to send you
a copy.
The Committee which was responsible for this report was set up in August,
1958. They presented their report in April, 1961. Our Council then referred it
to various committees, but when I accepted this invitation to address this meeting
the Council had not made any pronouncement other than a general blessing as to
whether or not they approved all, or in fact any, of the recommendations.

Fortunately, however, for me, at our last Council meeting in August,
prior to leaving for this Congress, our Council did publish a very full list of
recommendations which they were prepared to adopt, subject in some cases to an
approval of the members in general meeting, so I felt that I could use this report
as my brief for my address today.
When I say "as my brief," I don't mean that I intend to speak, as it
were, as an attorney speaking on behalf of somebody else, because I was a humble
member of this Committee, I signed the final report, so that I am really speaking
from a brief that does represent very largely my own opinion.
I should say the
words I am going to give you today are entirely my own, my Council are in no way
responsible for them and I am very pleased to see that we have three members of
the Committee present here today, including the Chairman, Mr. Parker, and this
report is now known throughout the profession as the Parker Report, although no
doubt Mr. Parker would be like Mr. Foye in saying, "Well, of course, it was the
other people who did the work," but some of us know rather better.

In this report it does set out the position in England and Wales and
we find it written as follows:
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(a)

Admission to membership of the Institute is dependent upon the
candidate

(i)

having served for five years (for three years in
the case of graduates of universities in the United
Kingdom) under articles in England and Wales to a
member in practice, and having spent the greater
part of that period in his principal’s firm;

(ii)

having satisfied the Institute’s examiners in an
intermediate and thereafter in a final examination;

(iii)

(iv)

having obtained a certificate from the principal as
to the candidate’s service and his fitness for admission;

having satisfied the Council, through the medium of
its Applications Committee, as to that service and
fitness including in particular fitness by virtue of
adequate experience in the work of the profession.

Then the Committee, in its main conclusions, set out two which I would
like to read to you:
The prime requirement of a candidate for admission to membership
of the Institute is that, with the background of a good liberal education,
he should have developed, in ethics, outlook and conduct, the character
istics appropriate to that membership. The other two essential require
ments are that he should have a basic theoretical knowledge of all aspects
of the work of the profession, and that he should have had sufficient
practical experience of professional work to develop method, versatility
and powers of judgment and to demonstrate that he is capable of carrying
out professional work in a manner which will uphold the standards of the
Institute.

The first and third of these three requirements can best be met
through professional upbringing, mainly in their own firms, by members
in practice. This upbringing can best be secured by linking practising
members and students to one another in mutual obligations under a contract
of articles.
So you see that the English Institute places very considerable importance
on practical experience and I think I am right in saying that since 1880, when
the first Royal Charter was granted, that has always been a feature of admission
to the English Institute—service under articles in a practicing accountant's
office in the United Kingdom.

If I might on this wet afternoon be perhaps a little personal and refer
to one or two somewhat trivial matters in my own experience to illustrate the
importance that I attach personally to practical experience, shortly after I
was married my wife and I acquired a nice little house with a number of fruit trees
in the garden. We were not going to take possession for some six months and my
wife said, "Well now you have got some fruit trees to look after, you should study
the cultivation of fruit trees." So I bought a nice little book on the cultivation
of hard fruits, which was illustrated by some very nice pictures of apple trees,
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showing exactly how you should prune them--you know, cut it back to the third
leaf, cut here, cut there--and I am quite sure that if later that summer I had
taken a written examination in pruning fruit trees I would have passed probably
with honors. However, when I took over this house, brought my secateurs and went
into the garden to start to prune the fruit trees, they didn’t look at all like
the diagrams that one found in the book. You may follow the lesson from that.
I would also like to recount two professional experiences:
The first one occurred during my first accountancy assignment, when
I had just left grammar school in the middle of World War I—well, towards the
end of World War I—and my first accountancy assignment was to go into a war
hospital, where we were acting as accountants and as auditors—it was prior to
my signing articles but as a very young man they gave me the job of checking
the additions in the postage book, a nice, long, thin book, and part of the
monthly audit was to check the additions in the postage book.

Now, perhaps being rather a keen young man I set to this task of checking
the additions and I began to notice that the last item from one page, which might
be "Telegram to Birmingham, three and ninepence,” turn over the page and the first
item on the next page: "Telegram to Birmingham, three and ninepence;" turn over,
the bottom of the next page, "Parcel to Bristol, six shillings," the top item on
the next page: "Parcel to Bristol, six shillings." I thought, "There is something
funny going on here." So this was pointed out to the clerk in charge of the office
and, to cut a long story short, the wretched lad who kept the postage book admitted
that he had been making a couple of pound a week by duplicating these items.

Well, now, in any theoretical instructions I had about checking additions
I don’t think it would have been brought to my notice that even in that very prosaic
and soul-destroying task, if you will keep your eyes open you can sometimes find
things which are of importance.
Also reminiscing, my first appointment as a liquidator, winding up a
company: I had studied the theory of what a liquidator has to do, we had our
meetings, I was appointed about eleven o’clock in the morning, I got back to my
office and they said there was a telephone call for me--incidentally, this company
which was being wound up was a firm of haulage contractors--and I said, "I don’t
recognize the name ’Mr. Juggins,’" and I said, "Who is he?"

And they said, "Oh, it is in connection with that firm of haulage contractors."
I said, "Good.
And a voice
drivers of a lorry of
Oxford Street"--as we
in touch with you for

Put him through."

at the other end said something like this: "I am one of the
so-and-so’s and my lorry has broken down in the middle of
might say here in the middle of Broadway--" I am told to get
instructions."

Well, now, it rapidly went through my mind all I had learned about the
duties of a liquidator but I said to the fellow, "I suppose this has happened to
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He said, "God bless you, it happens every day.”

I said, "What have you been doing in the past?"

"Oh," he said, "I ring up and get a tow from so-and-so."
"Well," I said, "ring him up and get a tow and tell him to send the
bill to me."
Those are three very trivial examples of matters which arise in practice
which one doesn’t necessarily get from the textbooks.

Well, now, turning again to the report of the Parker Committee, on
"Articled Service" it says:

The system of articles has been described to us in a memorandum
by one group of Institute members as being "encrusted with sentiment,
like the Maypole or Beefeaters or the Horse Guards." Be that as it
may, very few of those who have expressed opinions to us have advocated
its abandonment.

And they go on, the Committee:
For our own part we are convinced that the prime requirement for
prospective members of the Institute is a good professional upbringing.
This is not at all the same thing as tuition for written examinations,
which at best can test only a part, and that imperfectly, of what is
required in a member of the Institute. Nor is it the same thing as the
mere provision of practical experience.
This Committee took evidence from a very large number of persons
interested in the profession and the Committee thought it worth putting on
record the evidence they had had from two of our largest industrial under
takings and I would like, if I may, to read the quotations which appeared in
the report.
The first was from Unilever Limited.

They said:

It is true to say that industry can provide the teaching, and to
a limited extent the varied experience for its own accountancy pupils,
but it cannot entirely provide them with the background of slowly
increasing responsibility which is the essence of the apprenticeship
system or with the intimate contacts with professional superiors which
are so important in producing the independence of mind and integrity
of the professional man. The advantage to industry of a professionally
trained accountant lies in his quickness of mind and flexibility, that
results from being frequently confronted with unfamiliar situations,
which have to be understood and acted upon quickly. His early training
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tial judgments, unbiased by the enthusiasms of his colleagues or even
his superiors. His greater variety of experience may make him less
inclined than his industrially trained colleagues to accept methods
merely because those methods have proved of value in the past. It is
for reasons of this kind that the professionally trained accountant
has his important place in industry.

Then another quotation, from Imperial Chemical Industries Limited.

They

said:
We consider that the most important part of the training of a
chartered accountant, whether his career is to be spent wholly within
the practising side of the profession or whether it is to be spent
mainly as an accountant in industry, lies in the fundamental condition
of service under articles or clerkship in the office of a practising
chartered accountant.

In our view the importance of this basic principle of training within
the practising side of the profession cannot be over-emphasised. As
chartered accountants engaged in industry we would assure the Committee
that we would never countenance any suggestion that the qualification of
chartered accountant could be obtained, either by an individual already
engaged in industry or by one who is determined upon an industrial career,
in any way other than by articled service within the practising side of the
profession, coupled, of course, with attainment of the requisite examination
standard. In our opinion, the whole conception of the professional code
and standards which a chartered accountant is expected to uphold, whether
he is engaged in practice or in industry, rests upon this principle of
service under articles with a practising chartered accountant.

And just turning to the recommendation with regard to our examinations,
quite shortly it said, the recommendation was:
that the professional examination should continue to be so framed as

(a) not to encourage specialisation during articles;

(b) to provide so far as possible a test of practical competence.
So you will see that in England and Wales we insist upon practical experience
gained in the office of a practising member.

Now, we certainly don’t overlook the fact that the variety of experience,
the quality, one might say, of the experience as between various offices may vary very
substantially. In England and Wales we have, I think, some 4,000 small practitioners,
so that the experience which their articled clerks can obtain is likely to be some
what limited and hitherto we have not allowed an articled clerk to serve outside
his principal’s own office except that he may spend up to six months in an indus
trial establishment and he may serve short periods out of the United Kingdom, but
the Committee has recommended--and this is something new in our set-up—that in
order to obtain wider experience an articled clerk can be seconded from his own
principal’s office to that of another practising member for a period not exceeding
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six months and I must say I feel personally that that will have a very beneficial
effect in widening the experience of a number of our articled clerks.
We do also, of course, allow articles to be canceled, or articles to
be transferred from one practitioner to another, but generally speaking, although
we allow that, we do not officially advocate it and it is only in somewhat
exceptional circumstances that we would really recommend it.

In the English Institute the age for admission is not laid down and
we are still keeping the age of sixteen as the earliest age at which a boy—he
is then a boy--can enter into articles, so that it is possible to qualify at
the age of twenty-one. We are finding, however, more and more of our articled
clerks who are not university graduates stay at school until they are eighteen
and so they are then twenty-three when they qualify; and with the university
graduate, who has graduated in whatever faculty he may have studied, his period
of articles is reduced to three years and he can then qualify at an age of twenty
four or twenty-five.
I think I could say it is the general feeling in the profession that
the three years which a graduate has to gain practical experience and at the
same time to have tuition for his professional examinations is certainly cutting
the program very tight indeed.

Another matter which gives us some concern is how far should a man really
be qualified before he is admitted to our Institute? As we heard at the Congress
here, the fields of accountancy are ever widening, many of the specialized branches
require years of study in themselves, but we have decided to maintain the age
of entry after five years' articles, or three years, but we are doing all we can
to encourage postgraduate study and training. We are fortunate in having a fund,
the P.D. Leake Fund, which, although primarily designed for accountants of more
mature years, is, we hope, some indication to our young men that when they qualify
they have not yet completed their education.
I think my recommendation would be, then, as regards practical experience,
that if they were to stay on with their own principals for a matter of two or
three years after qualifying, the practical experience they then gain, which is
usually coupled with a much higher degree of responsibility, is the best way of
laying the real foundation for their career.

The question of professional education generally has been under review
for very many years in our country. Back in 1949 immediately after the War,
our Ministry of Education set up a Committee on Training for Commerce.
Its
findings were not altogether acceptable to our Institute and in fact we issued a
publication indicating why and where we could not fall in with those recommendations
and many of those Carr-Saunders recommendations, as they were known, have not yet
been implemented.
I would just like to remind you, if you do obtain a copy of the Parker
Report and study it, that it, of course, has to be fitted in with the system
of education that we have in England and Wales. Many of us would like to see
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a much closer contact with the universities hut in England and Wales it is not
possible, under the present regime, for universities to accept students for a
matter of twelve months only; they have to attend for at least three years. The
practice which we have in other parts of the United Kingdom of having accountancy
students at the universities for shorter periods is not possible.
As I say, the title of my paper is "Experience - The Best Teacher."
That is perhaps rather suggesting an extravagant claim for experience, but it is
my firm conviction that theoretical study without practical experience can never
be the proper channel for admission to the profession of accountancy.
Thank you.
[Applause]

CHAIRMAN HOLM: Mr. Carpenter, we are very pleased to hear your pre
sentation of this very interesting procedure that is followed in your country,
and I cannot help but recall that during the deliberations that have been made
in the United States with respect to the question of experience and education
to note on behalf of the practitioner the feeling that there should at least
be a minimum of experience and I believe the American Institute has said one year.
However, it is the feeling among practitioners that even two years is quite short
and you have indicated in your paper the point that it is even a longer period
of time in the United Kingdom.
My apologies to you, sir, for the mistake in the title. However, you
went over that very nicely and your presentation, its fullness and interest,
overshadowed my error.

For those of you who came in late, you will find roll call cards on
the chairs. We would like very much to have your country and your name and
address. And then you will also find, we hope, additional cards upon which you
may wish to jot down questions to pose as they come to mind, which will be pre
sented later in the program to three panel speakers.

We are very fortunate this afternoon to have the other side of this
very important matter discussed, namely education in accountancy, "University
Education for Accounting." Dr. Sidney Davidson, a CPA and a Professor of the
Graduate School of Business at the University of Chicago, is going to speak to
us on this subject.
Dr. Davidson is currently the Arthur Young Professor of Accounting and
Director of the Institute of Professional Accounting of the Graduate School of
Business at the University of Chicago. He is a past chairman of the American
Accounting Association Committee on CPA Examinations. We on the Board of Examiners
are very close to the American Accounting Association and more particularly their
interest in supplying stockpile material for the CPA examinations, and whenever
we find a friend in this particular area we are, of course, happy to have him
with us.
[At this point a considerable noise was caused by the air-conditioning
system.]

CHAIRMAN HOLM: Incidentally, we are not taking off into orbit.
I
believe we are just getting a little air-conditioning started here and we just
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[Laughter]

It gives me a great pleasure to introduce to you Dr. Sidney Davidson,
of the University of Chicago. Dr. Davidson!
[Applause]
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"UNIVERSITY EDUCATION FOR ACCOUNTING"
DR. DAVIDSON: I am sure it was only coincidental that they turned
on the fans to blow out the hot air as I arose to speak.

Our world today is seemingly preoccupied with short-run problems.
We are so concerned - and properly so - with what it will mean if the Russians
flex their missiles tomorrow, that we scarcely have time for consideration of
longer run questions. For those who believe we have a future, and that we
should be concerned about it, it may come somewhat as a surprise to realize
that the men we are now preparing for admission to the public accounting pro
fession will be the leaders of the profession in the next millennium, in the
year 2,000 and the years following.

The 18-to-25-year-olds who are entering the profession now will be
56 to 63 in the year 2000. They will be the leaders of the profession, the
senior partners of the big firms, the large local practitioners, the comptrol
lers and financial vice presidents or even presidents of the major industrial
firms. They will be the speakers at the plenary sessions of the 16th Inter
national Congress of Accountants hopefully to be held in the year 2002.

How should this group and those that follow in the next decade be
prepared for admission to the profession? We must recognize that these men
are being prepared not only for the immediate professional examination but also
for the professional life. They must be prepared to demonstrate their tech
nical competence in a high-level examination but they must also be made ready
for a career of lifelong learning and adaption to changing conditions. Happily,
the same general sort of program that is most effective and economical for the
first goal is also the only generally hopeful way of approaching the second
goal. This is another way of saying that to my view university education is
an essential part of preparation for the accounting profession.
Let me outline my reasons for feeling that university education is,
or should be, a must for admission to the public accounting profession.
1.

Classroom instruction is the most economical, most effective
and most stimulating way of offering basic education for
accounting and preparation for the comprehensive examination
for admission to the profession.

2.

Economic and social forces, already in existence and likely
to continue, will expand the demand for public accounting
services and are likely to alter the nature of that demand.

3.

The alteration in the nature of public accounting services
requires that the accountant of the future have a broader
background in the basic disciplines of economics, statistics
and quantitative methods and be better prepared for
adaptation to change. There is no generally available
substitute for college education in turning out such
broadly based, flexible members of the profession.

4.

If the larger demand for public accounting services in the
future is to be met with high quality people, they must come
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the "free world,” there is a trend toward sharply increased
college enrollment. The increases are both absolute and
relative. They come for the most part, of course, from
among the most gifted, the most promising young people.
Let’s look at each of these points in order and in some detail.

The study of accounting lends itself well to the formal educational
process. The logical basis for roost of our accounting actions is found in a
coherent system, reasonably well articulated and straight forward enough to be
comprehended by the intelligent individual. There are, however, many byways
and opportunities for confusion and classroom discussion helps to insure that
the essential groundwork is clearly understood.
Once the logical basis of accounting is established, it can be applied
in the analysis of the many diverse and complex activities that characterize
modern economic life. These lend themselves well to description and stimulation
in the classroom. The analysis and discussion of valuation problems, of control
methods form the bases for the advanced courses in accounting principles or
accounting theory.

In the stimulating atmosphere of classroom participation and case
discussions, a recognition of the general applicability of accounting prin
ciples is built up. Properly handled, college education in accounting gives
the student an analytic approach and an inquiring attitude as well as a sound
grounding in principles. This is not to say that this goal is always achieved
in the classroom, or that it can not be reached by other means. However, the
independence of thought, the unwillingness to accept pat answers, the search
for principles of general applicability, the need to defend ideas that
characterize the good classroom suggest that the training is likely to be more
effective there.

Classroom training is certainly more economical of both the teacher’s
and student’s time than a system of apprenticeship. Professional teachers
undiverted by the day-to-day pressures of getting the work out for clients can
devote all of their attention to the teaching of general principles to groups
of students. The students’ learning process is concentrated and sustained.
Bedford, Perry and Wyatt sum up this economy well when they distinguish
between accounting training and accounting education in the preface to their
Advanced Accounting book. They say there:
"To us, training means any process which emphasizes proficiency
in the application of a set of rules to selected business
situations. If time and information are available so that all
possible business situations can be covered, this approach may
produce a well-qualified accountant. On the other hand, by
education for accountancy we mean the process whereby an under
standing of the concepts and principles of accounting is sought.
This second approach is based on the assumption that it is not
possible to train a student to act expertly in all possible
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education is to provide a broad framework of concepts and
principles so that a graduate is better equipped to handle any
general accounting situation than to meet one specific problem.”

All this applies to the teaching of accounting principles. Detailed
procedures are another story. While students can be introduced to accounting
procedures at an elementary level in the classroom, “elaborate procedures,
forms, records and techniques can be learned more quickly and thoroughly by
exposure to actual operating conditions and practices.”

Familiarity with detailed forms and techniques is difficult to test
in a qualifying examination and it probably should not be included in a test
of general competence anyway. We are left with the conclusion that the class
room offers an effective and economical means of teaching accounting principles
and preparing for entry into the profession.
We are concerned, though, with preparing accountants not only for
entry into the profession but for a lifetime of productive effort in it. We
must plan for the education of future generations of accountants not Just those
of today. Economic and social forces already at work suggest that the account
ant of the future will be operating in a somewhat different environment.
Everyone has his own list of these socio-economic trends. The list that
appeals to me includes: (1) a continuation of the trend of government controls
in the market place, (2) continued growth in large scale business enterprises
and a greater awareness on the part of these firms of their social responsi
bilities, and (3) an accelerating improvement in the techniques and technology
of business management.

The effect of these trends almost certainly will be a substantial
expansion in the demand for public accounting services and some alteration in
its nature. Increased government participation in economic affairs coupled
with economic growth has resulted in an enormous expansion in the need for
public accounting services of the traditional audit and attest variety during
the last quarter of a century. In the United States increased demands for
attested information in connection with securities issues, anti-trust controls
(note the recent Kefauver-Steel controversy), taxes, government contracts,
pension fund regulation, and a multitude of other governmentally oriented
questions promise an effective force for extension of the traditional audit
function. Many of the same or similar factors will produce a comparable
development in other countries. It is likely, however, to be a development
interwoven closely with considerations of price theory, fiscal policy, and
economic principles of government regulation.
The growth in the size of business enterprises continues unabated.
It has been estimated that in the United States the 7,500 leading corporations
account for 91 per cent of all manufacturing assets and 83 per cent of all
manufacturing sales.3 In these larger firms, widespread ownership of

1Norton M. Bedford, Kenneth W. Perry and Arthur R. Wyatt, Advanced Accounting:
An Organizational Approach (New York: John Wiley & Sons, Inc., 1961), p.v.
2The Commission on Standards of Education and Experience for Certified

Public Accountants, Standards of Education and Experience for Certified Public
Accountants (Ann Arbor, Mich: University of Michigan, 1956), p. 54.
3The News Front Directory of 7,500 Leading U. S. Manufacturers, Year, Inc.,
(New York) 19'61, p. 1.
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ownership by pension funds and investment trusts means that stockholder (owner)
control is increasingly a fiction. Instead, management without shares is in
control; the only effective restraint upon them, short of government control,
is public opinion. Management is acutely aware of this fact and frequently
seems more concerned about its public image than its income statement.
Quantitative measurement of management performance on matters affecting the
public interest is soon likely to be demanded; as John L. Carey says, "The
accounting profession might be helpful in both the development and application
of such procedures."
In this help accountants must be mindful of the basic
facts of behavioral science and economics that underlie labor relations,
community attitudes, and public evaluation of a firm.

Probably most important of these trends for accounting is the rapid
improvement in management technology. The assembling of vast quantities of
operating data by electronic computers and integrated information systems, the
application of systematic control and planning techniques, the use of operations
research and systems engineering approaches all mean that the accountant of the
future will need a much stronger background in quantitive methods and mathematics.
These three trends taken together indicate that in addition to tech
nical proficiency in accounting, the accountant of the future will need a strong
foundation in the basic disciplines underlying business practice: economic
theory and fiscal policy, statistics, mathematics, and behavioral science will
be prime essentials for the accountant of the next decades. Recognizing that
we are preparing men for a lifetime of professional effort, realizing that the
examination for admission to the profession can not lag far behind the developing
pattern of the profession, it is imperative that prospective entrants to the
profession receive training in these areas.

It scarcely seems necessary to discuss the intimate connection between
education in these basic disciplines and college class work. These are subjects
that are not, cannot be mastered by observing others in the hard school of
experience. Private reading can expand a man’s knowledge in these areas, but
self teaching of principles seems very difficult indeed.
I may have overstated the future aspects of this need. The need is
here now and has been upon us for some time. Harry C. Zug, a partner of
Lybrand, Ross Bros. & Montgomery, commenting on this situation in The Journal
of Accountancy a decade ago pointed out, "It has often been said that an
accountant is paid for his judgment, not for his technical ability .... in the
formation of curricula, would we not agree that general knowledge is as impor
tant as specialized training? The ability to sharpen one’s perspective in a
specific field stems from general knowledge promoted by general education.
Such education would embrace an understanding of human relations and human
conduct in the world of our forebears and in the world of our contemporaries.
It would provide direction, judgment, and perspective for application to the
specialty."5
John L. Carey, ed., The Accounting Profession: Where Is It Headed? (New
American Institute of Certified Public Accountants, 1962), p. 4.
"Harry C. Zug, "Courses of Study Leading to CPA Certificates Should Not be
Narrow, Nor Fixed by Law," The Journal of Accountancy, vol. 91 (Aug., 1951), p.177.
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effective and most economical way of teaching accounting, even if the basic
disciplines that are likely to be central in the development of accounting
were not grounded in college courses, it would still be likely that most of
the new entrants into the profession would come from university ranks. To
meet the increased demand for professional accounting services properly will
require that substantial numbers of high quality young people enter the public
accounting profession each year. It is a fact of life in the "free world,"
moreover, that increasing portions of each maturing age group enter college
each year. If the selection and scholarship granting process is effective
at all, these are the more gifted, the more intelligent young people.

This fact is illustrated by looking at the demographic statistics
for the decennial years of 1950 and 1960. In all countries but Italy and
Norway the number of college students increased by at least 30 per cent. In
Australia, Germany, India, Spain, Sweden, Turkey and the United Kingdom the
increases in the decade were more than 100 per cent.
The numbers enrolled
in universities increased more than half again as rapidly as the population
as a whole in every country but Italy and Canada, and the only reason for
this in Canada was its extremely rapid rate of population growth - the
greatest in the "free world" in this decade.7 The United Kingdom is a graphic
example of this trend. Although population increased by about 4 per cent in
the decade, college enrollment zoomed upward by more than 104 per cent.8

If public accounting is to get the right young men it must go, as
the popular song and movie of a few years ago said, "Where the boys are." It
must see that they obtain a sound and fundamental education in accounting
principles there, as well as training in the basic disciplines of the
developing accounting concept.

Equally as important and probably not stressed sufficiently earlier,
is the need to develop flexibility of mind, receptivity to new ideas, and a
skill in building on present knowledge. These are personal traits of great
importance and no educator can assert that all college graduates possess them.
These are the traits, though, that we try to inculcate in our students along
with the logical framework of accounting and related disciplines. If admission
to the public accounting profession is to come from the university graduates’
ranks we have an obligation to make university education outstanding in these
areas.
Two caveats on the matter of university education must be entered.
We should be sure not to slam the door completely on nongraduates and we must
recognize that there is at least one important area - professional conduct
and ethics - where university education probably cannot be substituted for
experience.
United Nations Statistical Office; Statistical Yearbook. (New York:
6
Publishing Service United Nations, 1951) pp. 546-60.
Current School Enrollment Statistics, Statistical Division, Dept. of
Social Sciences, UNESCO, (Paris, UNESCO Workshop, September 1961).
7Ibid.
Britannica Book of the Year; 1951, (Chicago:
Inc., 1951), pp. 61-2.
Britannica Book of the Year: 1961, (Chicago:
Inc. ,1961,
pp.
567-8.
8Ibid.

Encyclopaedia Britannica,
Encyclopaedia Britannica,
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students are candidates for advanced degrees, we require an undergraduate degree
or its equivalent for admission to the advanced programs. The University has
developed a test, known as the General Education Test, which measures academic
aptitude and achievement reasonably well, we feel. A moderate number of stu
dents demonstrate each year they have backgrounds approximately equivalent to
baccalaureate degree holders by use of this test. This same sort of alternative
must always be held out for those seeking admission to the public accounting
profession, even if there is a general requirement of a college degree for
admission - and I feel there should be and I hope there soon will be.

But college education should not be the only requirement. Some
experience in the public accounting field should also be a requisite. During
that experience we must try to provide what the English Institute describes as
a ’’good professional upbringing.” J. S. Seidman and Richard Claire summed up
the need for professional experience when they said? ’’classrooms ... do not
and cannot reproduce genuine accounting life. For example, it is only in actual
engagements that there is opportunity to observe, if not experience, the
workings of time pressures, client pressures, and the many other forces that
give trial and meaning to ’objectivity’ and ’independence’ - the mainstays of
our profession."9 This professional experience though should build on a firm
basis of fundamentals and principles established in university education; it
cannot hope to supplant it.

In my opinion, we should - nay we must - offer university education
as the prime qualification for admission to the public accounting profession
if we are to meet adequately the challenge of the rapidly evolving future.

9

Standards of Education and Experience for Certified Public Accountants,
Op. Cit., p. 145.
This quotation is from the section "Statements of Dissent." In the
deliberations of the Bailey Committee, appointed to consider the Commission
report, the dissent prevailed and was included in its recommendations which were
accepted by AICPA.
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will provoke a number of interesting agreements as well as questions and it
might be interesting to note the change that is gradually coming about in
recruiting members into the profession in the United States. In practically
all instances they must be college graduates; in fact, those who are without
a college degree are finding difficulty in seeking a position, and furthermore,
the recruiting procedure is looking for quality. You have brought that point
out well in your paper.

We are indeed indebted to Dr. Davidson for his remarks.

Inasmuch as we have another paper to be presented and the temperature
is Just a little warm, possibly you might wish to rise for one or two minutes
and talk to your neighbor for a minute or two. Please do not leave the room.
So, if you will please rise for Just a moment’s stretch.
[The meeting recessed briefly.]
CHAIRMAN HOLM; I believe we have Just proved that the best
air-conditioning system is an open window. It worked beautifully. We hope
that we can bring in a few waves of fresh air from time to time through this
open window. If we turn on the air-conditioner it is too noisy, if we turn
it off it is too hot, and that is one of the problems that we many times have.

Many of you have turned in your attendance cards. We appreciate
them. Those of you who have not turned them in, do not fear. They will be
picked up before the coffee break, and also at that same time there will be
additional cards available for your questions, if you do not happen to have
one at this point.
During our first two papers we heard reference to the fruit trees.
We heard reference to the fact that one must know how to do it and, of course,
from book learning, shall we say, learn all about it; and then we learn that
it must be done from a practical point of view, namely by experience, and our
first speaker made reference to that. However, he failed to say whether or
not he had a fruit crop that year.
MR. CARPENTER:

Yes, very good.

CHAIRMAN HOLM:

He did.

All right.

Fine [Laughter]

And now we are going to have an examination to find out whether
these two points of view have been properly correlated into the whole for
entry into this profession.

that
They
this
hear

’’The Examination as a Test of Competence.” Too many times we know
most people wishing to enter the profession think only of the examination.
do not consider all of the other facets and we believe at this point that
subject has a very important place in our program and we are going to
from Mr. Lorne Reesor, a chartered accountant from Canada.

He is Secretary of the Committee on Education and Examinations and is
also Secretary of the Board of Examiners-in-Chief in Canada.
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very recently—when I say ’’very recently," within the last year or two. We are
very pleased to have him bring to us this part of our program on ’’Admittance to
the Public Accounting Profession” and more specifically ’’The Examination as a
Test of Competence." Mr. Reesor! [Applause]
MR. LORNE J. REESOR, C.A.:

Thank you, Mr. Holm.

I was very pleased, as a Canadian, to learn from Dr. Davidson that
we have been experiencing a population explosion in Canada. I take a great deal
of national pride in this. Also I feel a measure of personal responsibility
because I have four children. [Laughter]
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"THE EXAMINATION AS A TEST OF COMPETENCE"
MR. REESOR: To put this discussion in proper perspective, I must
explain at the outset that my remarks will he directed toward the system of
written testing which is used as a device for measuring a candidate’s accept
ability for admittance to the public accounting profession - whether the
examination be administered by a professional society, a Government Board, or
a university.

The examination has been regarded traditionally as the most signif
icant ordeal facing an applicant for entry into a professional organization.
With minor exceptions, those persons who are presently practicing law or
medicine, or members of the clergy - to mention a few, as well as members of
the professional accounting bodies, have all been admitted by examination.
By setting his seal of approval on a candidate, the examiner is declaring to
one and all that the candidate is fit to stand among his peers in serving the
public. The Examination Board of each Institute holds in its hands, not only
the fate of individual candidates on specific examinations, but also a part of
the key to the future of the accounting profession.

From the paramount importance placed on examination results, it
should follow that the examination is a test of competence; or, to put it
another way it should follow that the examination system is able to determine
whether the successful candidate is in all respects properly qualified to
practice public accounting.
Now when I say "in all respects," certain things immediately come
to mind. First of all, the professional public accountant must be a man of
integrity. He must be a man of sound moral principles, a man of uprightness
and honesty*. If I may be permitted to say so, we in Canada enjoy, as do
professional accountants in other countries, a reputation for integrity above
all other things. I would hope that the term "chartered accountant" or
"certified public accountant" or the equivalent in other lands, would be
synonymous with integrity.
Further, the professional public accountant must be a man who is
willing to serve. He must be a man who is willing to subordinate his personal
interests to those of his client, his professional organization and to the
public interest.
In addition, the professional public accountant must have an expert
technical knowledge of principles and procedures relating to matters with
which the profession is normally identified; that is, in accounting, auditing,
taxation, systems and related matters. He must be able to apply such knowledge
skillfully and with sound judgment.

Lastly, the professional public accountant must, in common with
members of other professional bodies, be able to communicate with, and have a
basic regard for and understanding of, people - particularly his clients.
Much of his success or failure will depend upon his relations with people.
I propose to consider for a few minutes the extent to which the
system of written testing is able to determine with any degree of reliability
whether the applicant does possess these qualifications.
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the examiner can find out whether the candidate knows what should be done (rules of professional conduct can be memorized!) The examiner has no assurance
that the candidate will have the moral fibre necessary to apply his knowledge.
Moreover, it may not be until such time as he is faced with a situation in the
practice of his profession that even the candidate will be fully aware of how
he will react in a ’’moment of truth.”

For similar reasons, the examination cannot indicate a man’s willing
ness to serve and his readiness to subordinate his personal interests. Yet
the professional public accountant who is wanting in these matters is doing a
great disservice to his professional colleagues and to the public.

Dealing with matters which we profess to have in common with other
professions - we have relied primarily, and possibly in some cases, erroneously,
(and now I am speaking from my knowledge of the situation as it exists in the
English-speaking countries) on our pre-examination qualifications to weed out
those who are the least suitable insofar as communication and human relations
are concerned. There are still many persons sitting for examinations who
cannot even communicate properly with the examiner (even aside from those who
communicate the fact that their technical skill is unsatisfactory). The
impression given by the product of our work - that is, reports and financial
statements which we produce, is not limited to technical accuracy and content.
Both format and language play a very important part in spelling out the degree
of acceptance accorded to the presentation. Many long hours are spent in
writing and redrafting before the professional accountant releases his product.
Therefore, even allowing for the pressures of the examination room, it would
seem to be presumptuous, or even grossly unfair, to examine in this area to any
marked degree.
Even the system of articling clerks, or if you wish the apprenticeship
system, used in Canada and the United Kingdom does not provide a fool-proof
means for barring from the profession those candidates whose weaknesses lie in
the areas we have just considered. Unless a student is completely unsuited,
his admittance to the profession will rest for the most part upon the outcome
of his duel with the examiner. The most that is done is to provide the student
with an atmosphere which will help to embue him with the nontechnical qualities
which make a professional man. Experience and personal example are the best,
if not the only, teachers in these areas!

Because of these weaknesses in the examination system, I suggest that
each professional accounting society should reassess its own situation to see
if the extent of the reliance it places upon examination results per se is
completely justified, or whether some further means should be, and can be,
devised for assessing these attributes which are so important to our professional
image.
Turning now to the technical skills which we hold out to the public
as being unique to our profession - I believe that the examination can provide
an effective indication of competence.
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Recently, the examination function of the American Institute of
Certified Public Accountants was investigated in some detail, and it came
through with flying colours. The report of the appraisal commission, which
was published in 1961, includes a number of guideposts followed in setting
the CPA examination. Because of their general application, I will mention
them briefly:
- The examination should test a blend of academic accomplish
ment and adaptibility to the practical problems of an estab
lished public accountant.
- "The examination is limited to the measurement of technical
knowledge of principles and procedures, skill in the appli
cation of such knowledge to sets of facts, ability to discuss
accounting concepts intelligently, and ability to exercise
good judgment within the framework of these limitations.”

- "The examination which has a reputation of being fair and
challenging attracts people with interest and ability who
seek to bring out the best in themselves. An examination
which anyone who has comparatively limited qualifications can
pass might Just as well not be given."
- An examination should seek to differentiate as fully as
possible the variations in the competence of those being
examined.
Even if he has kept within the framework of these guideposts, the
examiner is still faced with a very serious difficulty. Those persons near
the top of the class usually aren’t hampered by examinations. They would
undoubtedly do well on any examination worthy of the name. On the other
hand, those persons near the bottom of the class very ably demonstrate good
reasons for their position. This then leaves the examiner to deal with
candidates who are neither very good nor particularly poor. Herein lies the
problem.
How does one assess on a basis that is uniform from one examination
to the next that this man passes or that man fails? Perhaps the examination
is more difficult or is easier than the last in spite of every effort on the
part of the examiner. Perhaps the examiner this year is more, or less, rigid
in his approach to marking than was the examiner last time. Even if the
examiner is the same, maybe his attitude has changed during the time interval.
People talk blithely about applying an "objective standard." This is regarded
as an infallible yardstick with which each candidate is measured from exam
ination to examination. This is all very well, but even the short list of
questions Just raised should indicate that it is one thing to have an
objective standard as a goal, and quite another thing to achieve it. Because
of this, the examiner is faced with a major task in drawing the line of
distinction between those who are considered worthy and those who are not.

It has been suggested that the basic hypothesis with respect to the
examination of larger groups of candidates, such as the groups sitting for
the examinations of most national accounting organizations, is that the
ability of the group as a whole will not vary significantly from year to year,
pre-examination qualifications remaining constant. There are techniques
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which have been developed for applying this hypothesis, since its acceptance
immediately leads to the conclusion that results should not vary too much from
examination to examination. However, it has been attacked on the grounds that
it cannot be said to hold unless it has been proven by control tests conducted
within the group concerned.
If control tests were used, and the results showed that the groups did
not change as to over-all ability, from examination to examination, we are still
left with the question of whether the demands on the profession by society call
for a greater or lesser degree of ability than they did several examinations
past, or even a decade ago. A change in the minimum level of ability considered
adequate might even be in keeping with changes in the times! To carry the
problem one step further, how does one measure the extent to which known
influencing factors, such as changes in pre-examination qualifications, should
be taken into account?
In the final analysis, the examiner must use his experience and good
judgment as best he can and accept the fact that he is only human. In any event,
how does one measure the success with which examinations, and hence the standards
imposed, have achieved their objective? I suspect that any tests which might
be applied to measure the success of persons in public practice would be highly
subjective. However, I believe that the examiners who have gone before can take
a great deal of comfort from the fact that the public accounting profession has
been rapidly growing in stature over the past half century. Whether it’s
because of the examinations, or in spite of the examinations, I would refer you
to the scriptural quotation ”By their fruits ye shall know them”.
Be that as it may, the search for improved techniques continues. In
Canada we are constantly seeking more effective means of examining our students,
and I’m sure that this is the experience of all Institutes.

I have already touched on some areas which have been found troublesome.
Another facet of the examination which bears study is the type of question used.

The traditional essay type question is criticized by experts on the
grounds that candidates’ answers to such questions are hard to evaluate, expen
sive to mark, and of limited usefulness in obtaining a fair sample of the
candidates’ overall knowledge. The alternative offered - the objective type
question - suffers from the weakness that it is difficult to prepare properly.
Consideration should also be given to such things as length of
examination, oral examination, ’’case study" type questions, and submission of a
thesis as a qualification for membership.

Another matter that the examiner must take into account is the fact
that he has a two-fold function. Not only does he examine - he can also,
consciously or unconsciously, lead. Because of the importance placed on exam
ination results, candidates often try to prognosticate as to the content of
future examinations: study patterns may follow any discernable examination
patterns. Unfortunate as this may be (and I’m afraid that it’s particularly
true in those situations where the examining function is completely segregated
from the student education function), the problem must be recognized. In such
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circumstances the examiner can make sure that study patterns are influenced
for the good of the profession, by introducing topics into the examination
which are currently being considered by the profession. Students are much
more likely to be up-to-date with developments if they have reason to believe
that they may be examined upon them.

Because of the variety of techniques and methods used in screening
candidates - setting papers, marking, and determining standards, by the
various accounting societies, it would appear that there is a useful pool of
experience which, if drawn upon, might provide the basis for solutions to
many of the problems I have mentioned.
Although the present examination structure of the various accounting
bodies may be regarded by most members as a purely internal matter, they do
have an international aspect even at present. In some cases Institutes have
found it necessary to assess each other’s standards. In doing so, a number
of factors are taken into account. Among them are the pre-examination
qualifications, such as the level of achievement necessary before students
are acceptable to the Institute, and, the type and length of formal pro
fessional training (if any) prescribed by the Institute. These factors can
be readily assessed because information is available for all to see. Another
factor taken into account is the nature and content of the examination
prescribed. A member may be admitted to another society without examination,
but only if the admitting society is completely satisfied that these factors
compare favourably with its own situation.

The nature and content of an examination are available to all
interested parties, but it cannot be assessed with any degree of reliability
unless marking standards are also known. Yet this is usually a closely
guarded secret.

For instance, examiners will undoubtedly vary in their opinions as
to whether a hard question or a hard paper marked rather leniently produces
a better result than a relatively easy question or paper marked very severely.
Another way of looking at the problem is to consider an example:
In Canada, students writing our Uniform examinations are told that
they must secure a 60 per cent standing in order to pass. In the United
States, CPA candidates are told that they must secure a 75 per cent standing
in order to pass. I’m not altogether sure that this apparent difference in
standards has any basis in reality, yet I do know that comparisons such as
these have created difficulties in the movement of accountants between
Institutes.

Moreover, some Institutes do not even tell candidates what percentage
they must achieve in order to pass.

What I am leading up to is this - I feel that there is a need for
much more co-operation and exchange of information among the examiners of the
various professional societies. The fact that we are presently involved in
the Eighth International Congress of Accountants is evidence that our members
recognize the need for international cross-fertilization of ideas, with a
view to improving our professional standards throughout the world. Your
attendance at this meeting, which is probably the largest international group
ever drawn together of persons interested in our professional admittance
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Before continuing, let me state that I am fully aware that many of
our problems are of an extremely confidential nature, even to the extent that
we are loathe to commit them to paper because of a fear of mis-use or misunder
standing should they fall into the hands of the uninitiated. Yet the advantages
to be gained are such that we should be able to confide in one another.

Summarized briefly, the advantages of an international exchange of in
formation are:
(i) By sharing in the experiences of all Institutes, each
individual Institute will be able to re-assess its own
techniques and methods with a view to making improvements,
and

(ii) By having an intimate knowledge of the standards applied by
others, each individual Institute can make a more meaning
ful assessment of and gain a deeper insight into, the
professional standing of members of other Societies.
In turn, this might assist the movement of accountants
among countries in the free world. Further, an Institute
which fails to measure up to the standards of most other
Institutes, might be provided with a greater incentive
for improvement.

This meeting today is the first step. Perhaps the ultimate goal can
be the formation of a permanent confidential information centre which is
supported by all accounting bodies.
Speaking as an examiner, I recognize that we have a very serious
responsibility placed upon our shoulders. I believe that international
co-operation would be of great benefit to us in our efforts to make the exam
ination a better test of competence. This then, could be one of our contribu
tions to the development of improved international accounting standards.
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CHAIRMA
N HOLM: Mr. Reesor, I was very pleased to hear your paper
and to learn that many of the problems which you have been reviewing are
those which we thought were peculiar to the United States. In fact, by the
smiles that I saw from here to there within the audience, I am sure this is
not your own problem at all, nor ours in the United States.
I was quite interested in your comments with respect to the essay
type question as compared to the objective type question. As you know, in
the uniform CPA examination there have been objective type questions for some
time; and in the May, 1962, examination these questions were graded by machine
for the first time. We are all quite pleased with the manner in which this
particular procedure was working after getting some of the usual early bugs
out of it, so to speak, and in reporting this particular procedure to the
Council of the American Institute last Friday and indicating that we graded
objective type questions by machine, I was very surprised to have one of our
learned colleagues come up after the meeting and ask, ”How do you grade a
discussion of the balance sheet of a corporation by machine? ”
And I said, "Well, it is very simple. You just place the answers
in the machine and the machine comes out with the number of right and wrong
answers.

"Well,” he said, "I still don’t understand how a machine can tell
what the man is talking about."

And finally it dawned on me that he was referring to the essay type
questions and wondering how an essay type question could be placed into a
machine and graded. Of course, when he learned that this was simply the
objective type question, where all that is done is to make a small mark in
the appropriate place on the paper with a magnetic type of pencil and the
number of marks in the right places would be tabulated by the machine, he
felt very upset and then relieved to feel that, at least the machine hasn’t
displaced everything yet. Incidentally, this is going to be watched, we are
sure, with interest in the future.
Again, we are very much indebted to you for the paper you have given
us on this very important subject of "The Examination as a Test of Competence."

I am sure that you will join me in stating that we have had three
very excellent papers to set the keynote for the discussion that will come
before the panel group.
Incidentally, the roll call cards will be picked up at the door as
you leave the room for coffee and you will be then able to get additional
cards.

We are going to have what is known in our United States as the
famous coffee hour. Now, this does not mean that we go out and spend one
hour. We are technically supposed to spend not longer than ten minutes and,
if you have a real good relationship with the employer, you might be able to
spend fifteen minutes without penalty, and so we will now have our good
American custom of the coffee hour, meaning ten minutes to fifteen minutes,
and coffee will be right outside the doors.

[The meeting recessed for a coffee break.]
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PANEL DISCUSSION
CHAIRMAN HOLM: Ladies and Gentlemen: I appreciate your prompt
return to the scene of activities from the coffee hour and during the course
of this little intermission we have had many questions presented, indicating
the keen interest in this subject. The only worry that we have at this point
is that we will be unable to take care of all of the questions, but possibly
during the course of the discussion you will have an opportunity to have some
of your thoughts answered.

We have had two men added to our panel, Mr. Eduardo M. Creel, of
Mexico, who is a member of the Institute in Mexico, an International member of
the American Institute, and a Professor of Accounting and Banking in the
Commercial School of Mexico. May I present Mr. Creel.
[Mr. Creel rose and the audience applauded.]
CHAIRMAN HOLM: And then we also have Dr. Edward S. Lynn, who is
Director of Education of the American Institute of Certified Public Accountants.
[Dr. Lynn rose and the audience applauded.]

CHAIRMAN HOLM: Mr. Lynn is the one who is responsible for carrying
out the policies of the Board of Examiners of the Institute and to handle that
big job of the uniform CPA examinations. He is also a former professor of
accounting and has had experience in public accounting.
The first question, to start the ball rolling, will be to present a
question which came to us first—in fact, it arrived about the first of
September, which is an indication of how keen the interest is in this particular
session.

Since the program for the discussion rather suggests that we may be
in for another round in the old battle between practical training and university
training for budding accountants, my President has asked me to put forward the
following question for the panel’s consideration:
What view does the panel take of a system of training which,
while based on (a) the service of a five-year apprenticeship with
a member in public practice, and (b) the passing each year of one
part of a five-part examination, provides for compulsory attendance
on a full-time basis during one of the middle years of the
apprenticeship at a university, taking courses in law, economics
and accountancy, or such other subjects as might be dictated by
the progress of the profession.

In other words, it is the basic question of the amount of, where,
how, when, of apprenticeship and education. We have hit this right down the
middle and I am sure that this is one that you have heard discussed briefly in
our papers, but possibly these gentlemen might wish to discuss the question,
and so I believe we will ask Mr. Carpenter to indicate what he would think of
this question.
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MR. CARPENTER: This question is by no means a new one to us in
England and Wales, but, as I think I briefly mentioned in my previous address,
we have to take our educational system, general educational system in the
country, as we find it and during this investigation for the report on
education and training we were in very close contact with the Ministry of
Education, the universities, teaching organizations of every kind, and it is
quite clear that at the present time in England and Wales the university
systems are not adapted to take a student in for a period of twelve months
and so I think one can say that in our deliberations on that Committee that
suggestion had to be discarded—it had been, it was discussed—at a fairly
early stage.
So far as we are concerned—I could perhaps elaborate; we do have
this approved course at the universities where, provided the undergraduate
reads each year he is there accounting, economics, law, he does get a slight
benefit in the length of time it takes to qualify.

The courses have had not very great support because I think many of
us feel that if a young man is going to a university it is perhaps better
there that he should study the world at large rather than to start his tech
nical education and so far as we are concerned I think the majority feeling
is that if a young man is going to a university, let him read law, history,
what you will, leaving his professional education until he comes into articles,
having obtained his degree.
Of course, there is this scheme our friends in Scotland have and we
are looking with very close interest to how this annual examination develops.
We feel, I think, on the question of examinations—at the present time our
students have two examinations, an intermediate after two years and a final
at the completion of their articles. That is going to be altered to have
three examinations, an intermediate and a final in two parts. We are hoping
that as a result of that it will not eat into the time available for practical
experience too much. I don’t think there is any reason why it should.
However, there are a number of other suggestions which we have which we think
will facilitate the educational side of the apprentices’, the articled clerks’
training.
CHAIRMAN HOLM: Does any other member of the panel wish to make a
comment on this particular question?

Mr. Creel would like to talk on this subject.

MR. CREEL: In Mexico, probably because our profession is relatively
young and the number that becomes certified public accountants every year is
still relatively small—I would say we are receiving about 200 to 300
certified public accountants every year—we are able to blend a little bit,
in a very nice way, I would say, both the educational part of a certified
public accountant’s preparation and his experience, his actual experience in
the field.
In Mexico it usually takes seven years to become a certified public
accountant, and both the schools and the offices of certified public account
ants have yielded a little bit in order to be able to reconcile the experience,
the practical experience, with the education in the last years of preparation
for the profession. Accordingly you will find that in the universities the
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accounting offices will receive in the middle of the day these same men that
are studying in the universities. They are usually able to work for two or
three years with us before they receive their final examination to become
certified public accountants.
We have followed this system now for quite some time and I think it
works very nicely, both for those that want to become certified public
accountants and also for those who have offices and want to have young men
with them in their firms.

CHAIRMAN HOLM:

Thank you very much, Mr. Creel.

I think we should go on to another question, if you don't mind.

This question was one of the next ones that was presented and it is
stated this way:
Mr. Davidson devoted his attention to the university class
instruction solely as against Mr. Carpenter's experience and selfpreparation solely. What then would Mr. Davidson say to the
university class instruction concurrent with the years of experience,
where, as in Canada, universities carry on classes in the evening
during the five years of experience?

you.

So, Dr. Davidson, I believe this is one that really is directed to
Would you like to comment?

DR. DAVIDSON: I would be pleased to, but before I do I would like
to make some comments on the previous question. The answer to it has relevance
for the second question.
It seems to me that the Institutes must strive to carry out the spirit
of their words with regard to education. While it is certainly true, as
Mr. Carpenter suggested, that the facilities for twelve-month attendance at
a university may not now be present in the United Kingdom, it is a question
whether they might not become available in the future if The Institute of
Chartered Accountants in England and Wales were to indicate in the report of
their Council that they wished the Ministry of Education would make it possible
for students to go to school for a full twelve-month uninterrupted period. I
think there is probably no profession in the United Kingdom that commands
greater respect than that of the chartered accountants, and if the Council
would be concrete in their suggestions as to how education should be offered,
I am sure that the Ministry would be mindful of their suggestions.
My concern is that there has not been a very great support for the
universities from the Institute. Apparently the Institute of Chartered
Accountants prefers, if a man goes to a university, that he study history or
law. It is my feeling that accounting has a body of theory sufficiently well
based in logic, a sufficiently well articulated system of general applicability,
that it need not bow to law, to history, or to any other subject as far as its
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appropriateness for university education. My feeling, however, is that this
education should be a relatively full-time affair.
Now, this, of course, does involve a balancing of costs against
benefits. If we are to speak in terms of ideals, I would not be sympathetic
to the proposal that was suggested of going to school in the evening while
working during the day® I think it is far preferable to give at least one or
two years of undivided full-time attention to the educational process, but of
course we can only do what we can with the resources available to us; if it
is not possible to have undivided full-time attention paid to schooling, then
I would say the next best thing is to insist upon as high a quality evening
program as we can. It seems to me that even this less than fully desirable
alternative is far superior to a correspondence education program.

CHAIRMAN HOLM: I might mention that there are two microphones in
the center aisle. They are both alive and if there is anyone in the audience
that would care to make additional comments--these are not for questions,
these are only for comments—that you may certainly do so by letting the
chairman know of your wishes.
Seeing no hands at this point, we will go to the next question,
which we would like to direct to Dr. Lynn:

Do you think that universities are providing the type of
education discussed by Dr. Davidson? Moreover, can they provide
this within a four-year college program?
DR® LYNN: The source of that question wasn’t mentioned. I am
going to assume that it was from the United States, since those are the
colleges that I am acquainted with®
For the benefit of those who are not from the United States, I
think I should say that there are some 352 four-year colleges that reported
in 1958-59 the preparation of what we call accounting majors, that is,
graduates who have devoted from 20 to 25 per cent of their college hours of
credit to accounting.

The question is, as I understand it, are these colleges and
universities providing the kind of education that Professor Davidson
described?
The answer is, I think, "yes" and "no." [Laughter] There are
colleges and universities in the United States that are providing this kind
of education® The leaders among our universities are doing so® Professor
Davidson, obviously, would only come from a university that is doing this
and there are others that match the quality of the program at the
University of Chicago® Unfortunately it is true that a large number of
these 352 schools do not provide this quality of education.
The next question was, can it be provided in a 4-year curriculum?
Well, let me say this, these 352 institutions graduated some 10,500 people
with accounting majors and in the same year, if my memory serves me correctly,
there were some 500 Master’s degrees granted in accounting, that is, with a
specialty in accounting. My feeling is that a great many schools and 500
people recognized that they could get a better job done in five years than
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that we cannot expect to do this job as well in four years as we can in five
or six.

If we are talking about the ideal, then the answer is we should have
six years in which to do it. This is my personal answer. If we are talking
about practical necessity at the moment, the fact is that 90 per cent of the
young accountants in the United States are educated in four years and if I were
responsible for a four-year curriculum I would come as near doing what
Professor Davidson said should be done as possible.

Now, I might go one step further and say that in these 352 colleges
and universities there are many, many gradations in quality—quality of faculty,
library, but most importantly quality of students. I would have a great deal
more hope of being able to accomplish my objectives in a four-year curriculum
in a university of the highest class, that is, one that has the better students,
than could be done in the poorer ones. There are definitely included in the
352 universities a number which do not have students who are capable of
absorbing, to the maximum degree at least, the kind of—well, I will Just say
it this way, since I am involved in grading the CPA examination, that there are
students coming out of these 352 colleges who should not ever consider trying
to become CPAs. [Laughter and applause]

CHAIRMAN HOLM:

Thank you very much, Dr. Lynn.

I believe that we should direct this question possibly to Mr. Reesor,
from Canada, inasmuch as he is on the Examining Board, and this is a two-pronged
type of question.

Shouldn’t accounting firms provide their staff members with
formal training programs, a combination classroom and practical
training, to, first, compensate for inadequate college preparation,
and, two, to maximize and accelerate their development, in other
words, the staff training, continuing education idea?
Mr. Reesor, would you like to try that one?
MR. REESOR;

Well, I will try it.

First of all, I suspect, from the wording of
came from the land of the four-year college programs.
is a little bit different in that most of our students
high school and they have a course of instruction which
the provincial Institutes.

the
Our
are
is

question, that it
situation in Canada
taken directly from
provided by each of

Now, this course can take a number of forms. In one province in
particular it is a complete correspondence course. The student has to work
out lessons, do reading assignments and send them in for correction. He doesn’t
see the inside of a classroom from one year to the next. In other provinces
the course is oriented on the university campus, in that students attend
lectures in the evening. In some cases there are programs where, during their
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months, and they have one year of on-the-campus training.

Now, I wouldn’t be prepared to say that the firms should complement,
or provide formal instruction to augment, these four-year college courses;
but I do know that in Canada firms have found it necessary to provide formal
training programs for their students in spite of the fact that the Institutes
provide formal courses. I think that most of the large national firms have
staff training programs which are very helpful in having the student complete
his course material satisfactorily.
One of the real difficulties that firms find, I believe, in the
Canadian situation is that costs are going up and that the work is becoming
more and more involved. Accordingly the man has to be brought to a greater
degree of productivity than is sometimes possible through a man’s normal
development based on the Institute’s courses and lecture programs.

We, as an Institute, have recognized that there is the need not
only for the class training for the candidates prior to the examinations,
but also subsequent to graduation. We have prepared a special development
program for those who have graduated, similar to the American Institute
Continuing Education Program.
But I wouldn’t say point-blank that there is a definite need because
I am not competent to answer that question entirely since the situation does
not exist in Canada.
CHAIRMAN HOLM:

Dr. Lynn wanted to make a few remarks in this area.

DR. LYNN: I think the question was asked in terms of compensating
for the undergraduate curriculum. I would rather speak of it in the terms
of Mr. Reesor and use "complement." As I see it and as I think Mr. Davidson
said in his talk, the university shouldn’t try to produce a finished
professional.
I think that our large accounting firms in the United States would
continue their staff training programs, which they now give to young graduates,
even if all of them came from the very highest class of universities, because,
as Professor Davidson said, there are many details of technique and applic
ation in accounting principle and theory that can best be taught in practice,
perhaps by the practitioners who do it, perhaps actually on the job. In
addition each of these firms, of course, is interested in seeing that its
staff members do the work in the company way.
Another thing occurs to me, a comment that I have heard several
times from the large firms here in the United States, and that is that there
is beginning to be an increasing need for professional staff of high quality,
and there is beginning to be a dearth of make-work type activity in the
audits which they have. In other words, there is a difficult period of
transition from the time that a large firm acquires a staff member to the
time at which he can be employed steadily in useful work. This is a
tendency which they can see now and a tendency which they think will increase
substantially over the years.
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American Institute embarked three years ago on a professional development
program, which was primarily intended to develop in the CPA, the one who al
ready was qualified, greater abilities to be of service to clients. A side
light, really, I think, of that program is a staff training program which was
pointed to the young graduate from college. Small firms can take advantage
of this staff training program to do the same kind of thing that the large
firms do in their individually maintained training programs.

CHAIRMAN HOLM:

Mr. Carpenter would like to make a few remarks.

MR. CARPENTER: In England and Wales many of the large firms do have
their own staff training programs. I think generally speaking articled clerks
come into offices in the autumn and it is possible for many of these firms to
arrange these classes.
Among the recommendations of the Parker Report was that that should
be extended and that we should explore, in conjunction with our technical
colleges, the giving of a short course to newly articled clerks before they
start their real preparation, a course perhaps lasting for three weeks, and in
our report this was gone into in considerable detail and a provisional syllabus
for the introductory course was set out and some indication of the objects
would be:

To provide a background and framework of study for the inter
mediate examination;
To indicate the scope of the requisite study within that frame
work; and

To impart the technique of double-entry bookkeeping.

Our Council has endorsed this proposal but it does mean negotiations
with our technical colleges, most of which are run by local authorities, and
those conversations are now proceeding and we hope, certainly in some parts
of the country, even on an experimental basis, that these short, whole-time
courses will be available.
CHAIRMAN HOLM: Just to give our panel a few moments to re-collect
their thoughts, a question comes to the platform which I am going to attempt
to answer. This is one, apparently, from a person who is from another country
and inquires about a procedure in the United States:

First, how long a time is required for college studies?

I am assuming this is to receive the CPA Certificate. Before answer
ing this question, as there are three or four others along the same vein, I
think it might be well to state that in the United States we have a uniform
CPA examination, which is given twice a year simultaneously to the candidates
in all states. We have a uniform grading service. In other words, the papers
are all graded under the same standards. From there on there is absolutely
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within the United States.

It has been said many times that marriage is usually accepted as one
of the social procedures but the laws with respect to getting married are
completely different in every single state, and we have the same problem with
respect to the CPA examination. In some states no college degree is required
to even sit for the examination and to receive the Certificate. In other
states one can sit for the examination with a college degree with a minimum
amount of accounting and business subjects, but the candidate does not
receive a Certificate until attaining experience. And there are other degrees
and variations of this same problem.
The second question is:
How long—how much practical experience is required?

Again, this ranges from zero to three, four or five years. I
believe there are one or two states that require five years, I know of one
or two that require three, there are quite a number that require two years,
and a number, if you have a certain amount of education, one year, so again,
it is in varying degrees.
The next question;
Is practice as an employed bookkeeper in a firm within the
accountancy experience acceptable?
In other words, if you are just a plain bookkeeper in some organ
ization, and you wish to become a CPA, and pass the CPA examination, can you
get your Certificate? In some states that could be possible but the tendency
is more and more, "no.” You must have an educational background as well as
qualitative experience.

Then the final question:
Is practice in government service acceptable?
Again, in some states it is absolutely not acceptable under any
circumstances. In other states it is acceptable on a qualitative basis. In
those situations where there is auditing experience which must be used in
accordance with our usual, generally accepted auditing procedures the
experience is accepted. Now, in two states that I know of it is important
that the experience be extended over a longer period of time than the
experience for working in the office of a certified public accountant. This
is based on the theory that there is a certain amount of governmental
regulation or a certain amount of fixed rule that one must follow in govern
mental work so therefore one must be exposed to more of the decision-making
type of work to be able to gain the experience that is necessary. As you
can see, we have a wide variety of situations and we might state that there
are a number of the United States Governmental agencies that perform a very
excellent auditing service on behalf of their different divisions, which
agencies have a good staff and do a good job, and they are asking for and
wish recognition; but it is slow to come and will be based entirely on
quality, not on time or quantity of any kind.
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Would the panel express its views on the merits and demerits of:
One, articled or apprenticeship service under which a clerk is
often bound to an incompetent principal for years; or

Two, unsupervised experience, assessed after it is gained; and

Three, supervised trainee experience with practicing accountants
but with freedom to move from firm to firm.
And I believe this one will tie somewhat into Mr. Carpenter’s
experience.

Have you ever had an experience with an incompetent principal? That
I cannot understand, how we could ever have such an individual.
I assume that this means that the gentleman couldn’t care less, as we say in
the United States, whether the young man gets his experience or not and is
Just not particularly interested in seeing the young man move along.

Now, is that a problem in the articled procedure?

MR. CARPENTER: Well, ladies and gentlemen, this particular problem
has been met with, but I am glad to say very occasionally. In England and
Wales there are some very small practices, one-man practices, and we have had
one or two cases over the years where a man has taken an articled clerk as much
to make the tea for him in the morning as to give him any practical experience,
but those cases—they have come to our notice and I think without exception we
have been able to safeguard the articled clerk’s future by arranging for a
transfer of his articles.
Now, one of the suggestions of the Committee which has caused a
certain—oh, a good deal of debate in our Council is the question of the
suitability of the principal. Obviously one has considered the suitability
of the articled clerk, his educational standards, and so on and so forth, but
we have felt that at the same time the suitability of the principal must be
considered.
Now, any idea of having to police practicing accountants would be
most obnoxious to us and our recommendation, which I think one can say is an
interim one, is that in future every time a practicing accountant takes an
articled clerk for the first time he has to be interviewed, not with a view
to prying into the details of his practice but to make quite sure that he
appreciates what he is undertaking in having the articled clerk, because under
the Form of Articles the principal covenants that his practice is suitable
and that he will train the articled clerk and we feel that in a profession it
should be sufficient that if a man wants to take an articled clerk he should
be interviewed so that it is made quite clear to him what his obligations are.

-37Personally, I think the effect may well be that the young man just
starting in a practice with a very limited number of clients will defer
taking an articled clerk altogether rather than have to face an interview by
one of the senior men in the profession.
I might just mention that one of our big problems is that in England
and Wales we have a large number of students coming from overseas. At the
present time I think something like 98 per cent of our articles do not provide
for the payment of any premium and in practically every case a salary is paid,
but some of these students who come from overseas are sponsored by their
governments, who are prepared to pay a premium for the boy and we have
unfortunately--there are two cases I can remember where practitioners have
felt, "Well, I don't mind having an overseas boy if he comes with five
hundred guineas and doesn't want any salary." And, of course, that is bad,
not only for the boy usually, but is certainly bad for the profession, but,
as I say, that is just the exception and it makes life a little difficult
for our committees.
Generally speaking any difficulties between an articled clerk and
his principal can be ironed out by the Institute. We have perfect access to
our committees. Considering our number we don’t have too much work to do,
but when you have, what, I think it is 17,000 articled clerks, each and every
one of whom can if he. likes write in to the Institute about his principal or
the difficulties he is having, you can imagine our Articled Clerks Committee,
which meets every month, does have a pretty full agenda.

CHAIRMAN HOLM:

Thank you very much, Mr. Carpenter.

Mr. Reesor wanted to make a few remarks.
MR. REESOR: In Canada we have given some consideration to the
question of "incompetent" principals, not because of incompetence from a
personal point of view but because of the possibility that the man's practice
is not broad enough to provide a person with good experience. I would pass
on to you what has been done in this respect and what we would like to do.
In at least several of the Institutes there is a committee which
does interview and assess a member’s practice before he is allowed to take
on students. The students are not necessarily articled students, that is,
bound by a legal indenture; rather, they are bound to him through mutual
obligation on his part and that of his student to work together towards
having the student eventually become a member. The practitioner passes on
his knowledge. We have a Subcommittee now on Long-range Educational Planning
and this Subcommittee is considering a number of things dealing with the
future of our profession. One of the things that has been mentioned is the
possibility of the development of standards of professional, (or standards
of practical) training. While this is still in the dreaming stage we would
eventually like to see some criteria developed on a national basis whereby
practices can be judged to see whether or not the man and his practice are
actually suitable for the employment of students, taking into account the
over-all interest of the profession.

CHAIRMAN HOLM:
remarks on this point.

Professor Davidson would like to make a few
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DR. DAVIDSON: The notion of an incompetent principal seems almost
a contradiction in terms to me. I confess I do not know a very large number
of members of The Institute of Chartered Accountants in England and Wales,
but of those I know I am enormously impressed with their abilities, abilities
in accounting practice; however, the question is, when we are talking about
an incompetent principal, are we talking about his competence in the area of
rendering service to his clients or are we talking about his competence in
offering the right sort of education and training to the junior staff people
who are working under him?
In this connection I would like to tell you a story of the experience
of one of America’s largest firms. This enormous corporation is very much
concerned with management training and they have set up a school of their own.
They bring people in middle management posts to the school to receive some
additional training. The school is quite a large establishment and the people
live in a hotel type arrangement. The firm started out running the entire
establishment themselves, laying on the food and housing and all and offering
the teaching by their own top management staff.
Early in the game they decided that providing food and housing was
a pretty technical sort of thing and so they decided to go out and hire
Treadway Inns to offer this technical service.

After a few more years went by, they gradually came to the
realization that the offering of professional training in management might be
about as complex, about as specialized a sort of thing as offering food and
housing, and so the firm has now decided to no longer use the highly competent
staff members of their own, the people that have made the firm an enormous
success in the manufacturing world, but instead have gone out and hired people
who are professionally trained in the offering of this sort of education.
Great competence in the business or professional world does not necessarily
make a man a good teacher. This, too, may be a matter of ability, training
and interest.

CHAIRMAN HOLM: Gentlemen: I have a number of other questions.
Most of them direct their attention to the subject we have discussed, namely,
the breadth and scope of experience and the breadth and scope of education.
Apparently there seems to be no problem in the matter of the examination itself,
its grading, techniques, and so forth. That seems to be something that has
not caused any general thinking that could be brought before us today. It no
doubt is an internal administrative problem.

The time is growing close to adjournment time.

Dr. Lynn has very kindly brought to my attention that Miss Gertrude
Mulcahy, of the Canadian Institute of Chartered Accountants, made the original
suggestion that caused us to hold this meeting and we believe that if you
have enjoyed this meeting that you, as well as I, owe a vote of thanks to her.
Does she happen to be here?

Oh, she is.
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CHAIRMAN HOLM: This has been expressed during the intermission,
that possibly some of the problems that we have discussed here today might
well be brought together on an international basis during the intervening
period of time. One of our speakers cautioned us to save the year 2002 for
the Sixteenth International Institute of Accountants, which no doubt will be
held on the moon because of the traffic and other problems, but we find as
we go through the few days that we have been in New York that each one of us
has felt that if we had some liaison that could bring us together a little
more often than every five years that we would certainly gain much from this
exchange, not necessarily that we all three or four thousand get together but
that there be representatives in some type of a congressional procedure.
Surely this could be true in the examination process that we are all engaged
in at this point.

Unless there is any further comment at this point, we will adjourn
our meeting on the theme that we have a lot of work to do in the improvement
of our educational processes for our young people coming along, we have a lot
of work to do on the experience processes and we all have the same problems
and we hope that we can share those problems together for the future.

Thank you very much for coming.
have enjoyed this meeting. [Applause]

We appreciate it and we hope you

[The meeting was adjourned at five twenty-five o’clock.]

